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Today, the business environment is increasingly
competitive and dynamic. To achieve long-term success or
survive in the marketplace, strategic planning should be a
prime management task. However, there is few research
studying the strategic planning practices of companies in
Hong Kong. This study aims at making an overview of the
strategic planning practices of local, American and
Japanese companies in Hong Kong to identify their degrees
of sophistication in strategic planning and investigating
the culture's influences on strategic planning.
In our study, a 5W model is adopted to study the
degree of sophistication of companies' planning practices
in various aspects. The 5W model is described as
follows:
WHY: Why do the planning?
WHAT: What information to use?
HOW: How to plan?
WHEN: When to plan?
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WHO: Who influences the planning?
To investigate the culture's influences on planning
practices, four culture dimensions: power distance,
uncertainty avoidance, individualism, and masculinity are
used. Eight hypotheses have been established from the
Mcc'ussion of the four culture dimensions.
3H1 : Local companies place more emphasis on
conflict resolution in planning than
Japanese and American companies.
H2 Uncertainty avoidance is a more important
reason for strategic planning in Japanese
companies.
H3 : Japanese companies put much more efforts in
analyzing and forecasting information for
planning.
H4 : More criteria for project evaluation are
perceived as important by Japanese
companies.
H5 : Japanese companies put more emphasis on
long-term plans than American and local
companies.
H6 : The reviewing process is more emphasized in
Japanese companies.
H7 : The lower level of management has a higher
degree of involvement in strategic planning
process including the preparation, review
and approval, in Japanese companies.
H8 : There are more Japanese companies having
formal corporate planning departments.
As a result, 150 completed questionnaires are usaUie.
The results of the study suggest that culture dimensions
have influences on planning practices on some aspects.
uvnntheses H1. H5 and H8 are accepted. Hypothesis H7 is
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partially accepted because the lower level of management-
has a- significant higher degree of involvement in
reviewing stage only in the planning process. The results
of our study also suggest that local companies are
generally less sophisticated in planning process. The
following characteristics of local companies can be
identified:
Planning is perceived as expensive for small companies.
Planning is believed to be inhibition of initiatives,
flexibility and adaptability.
Planning is so internally oriented that local companies
pay little attention to competitors' action,
technological changes and new areas for investment.
Local executives do not have much confidence in the
information inputs for planning.
Local executives are very unfamiliar with planning
tools and concepts.
Only financial criteria are emphasized in project
evaluation.
Planning is more short-term oriented.
Planning is very centralized in which lower level of
management has only little involvement in thp, planning
process.
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BACKGROUND OF THE STUDY
There are many terms describing planning, such as
"market planning", "business planning", strategic
planning" and so on. In the old days, planning was
usually "functionally" oriented. Today, a new concept of
planning emerges. Planning is becoming more strategic in
nature in which planning is requiring a general
management orientation. Strategic planning is thus a
more appropriate term to represent the new concept.
Gluck, Kaufman Walleck (1980) suggested four phases in
the evolution of formal strategic planning:
Phase I- Basic financial planning
In this phase, companies place a heavy financial
orientation in planning. The quality of Phase I strategy
depends largely on the executives in the company. The
weaknesses of Phase I strategy are the lack of attention
to environment and the emphasis on operation4l control
only.
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Phase II- Forecast-based ilannina
Phase II is more effective planning for growth. It
forces management to confront the long-term implications
of decisions and to give thought to environment. Phase II
also emphasizes effective resource allocation. Under the
pressure of long-term resource constraints, planners set
up a circulatory flow of capital and other resources among
business units. The pitfall of Phase II planning is that
managers usually focuses on short-term or medium-term
operating performance at the expense of long-term goals.
Consequently, planning becomes a routine.
Phase III- Externally oriented planning
In this phase, planners try to respond to markets and
competition strategically. A thorough situation analysis
and competitive assessment are undertaken. Alternatives
will be evaluated based on the environment analysis.
Since Phase III planning is externally oriented, the
allocation of resources will be more dynamic than that of
Phase II.
Phase IV- Strategic management
Phase IV is the orchestration of all resources to
create competitive advantage. In this phase, planners
have strategically chosen an appropriate planning
framework. In addition, the planning process is more
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flexible and creative so that planning is never a
mechanical routine. The other important key of Phase IV
is the supportive value system and climate of both the top
executives and junior staff in the company. This key
enhances the creation of competitive advantage because of
the cooperation among staff.
Hong Kong is a fast developing international
commercial city. As the environment is dynamic, companies
today are operating in situation with a much wider variety
of economic, social, regulatory and competitive factors
influencing their performance. Thus, strategic planning
as defined in Phase IV is becoming more important.
Strategic planning, the dynamic process by which
companies tend to identify future opportunities and link
that recognition with a concerted effort to grow or
acquire the resources in order that the business can be
positioned to take advantage of its strengths in the light
of a changing situation, “(Reid & Lee: 1987) is believed
to be a useful and valuable tool by which companies can
cope with the dynamic environment.
As strategic planning is becoming increasingly
important in today's dynamic and competitive environment,
it should receive attention from both academicians and
practitioners. However, there is few research studying
the strategic planning practices of companies in Hong
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Kong. There is a study (Reid Lee: 1988) comparing
strategic planning practices in Hong Kong with that in
developed countries such as U.K. The findings of the
study suggested that planning in Hong Kong is less
institutionalized, but more centralized. Companies
usually do not pay much attention to the future. In
addition, they do not have well-developed tools and
concepts. The study has made a general overview of the
strategic planning practices of companies in Hong Kong,
but it has not investigated the differences in strategic
planning practices among those companies.
As Japanese companies are recognized as world class
marketers in recent decade and American companies are
losing shares to Japanese, it is valuable to make an
indepth study of the factors for success of Japanese and
the factors for failure of Americans. Many academicians
tried to build up the Japanese success model. Japan's
group orientation, education system, government-industry
partnership, industrial groups and trading companies,
intense internal competition, consensus management,
lifetime employment, QC circles, job rotation, labor-
management cooperation,. protected home market all
contributed to Japan's economic performance. (Kotler, et
al: 1986) Of course, strategy is also essential. The
role of Japanese strategic planning is being underrated by
academicians and practitioners. An ancient Chinese
strategist, Sun Tsu, once said, Know the enemy and know
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yourself in a hundred battles you will never be in a
peril. When you are ignorant of the enemy but know
yourself, your chance of winning or losing are equal. if
ignorant of both your enemy and yourself, you are certain
in every battle to be in peril.(1) Therefore, having an
understanding of both the strengths and weaknesses of
Japanese and American strategic planning will certainly
facilitate the development of strategic planning practices
in local companies. However, it is not saying that we
have to follow the pattern of Japanese or Americans, since
many academicians suggested that planning and management
skills are culturally specific. A management or planning
technique that is appropriate in one national culture is
not necessarily appropriate in another. (Hofstede: 1984).
Culture is defined as the collective programming of
the mind which distinguishes the members of one group or
society from those of another. (Hof stede: 1984) Since
actions of human beings are dependent on their values,
beliefs and expression, planning as a part of management
involving. human beings should be strongly related to a
society cultural context. Using a cultural dimension to
explain the similarities and differences among companies
with various nationalities is very meaningful.
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There are four dimensions representing elements of
common structure in the cultural systems of the countries.
They are ”individualism vs collectivism“, ”large vs small
power distance”, “strong vs weak uncertainty avoidance,
and masculinity vs femininity“.
Based on the discussion of the four cultural
dimensions in the following section, we can hypothesize
differences in strategic planning practices among
Japanese, American and local companies in Hong Kong. The
understanding of the culture's influences on strategic
planning will be valuable as it provides both insights and
implications to companies with different origins to
improve their strategic planning practices.
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CHAPTER 2
OBJECTIVE OF THE STUDY
Strategic planning should be a prime management task.
However, the lack of knowledge and application of
strategic planning tools and concepts seems to be a
problem of local companies in Hong Kong. This study aims
at:
1. Making an overview of the strategic planning practices
of local, Japanese and American companies in Hong Kong
to identify their degrees of sophistication in
strategic planning.
2. Investigating the culture's influences on strategic
planning.
The following paragraphs will try to 'introduce the
framework of our study in achieving the above two goals.
2.1. The Degree of Sophistication in Strategic Planning
It is generally agreed that strategic planning is
used to make four types of related decisions.(1)
1. Defining the business:
The definition must state:
8a. Product and market scope: i.e. customer groups,
customer functions and technologies adopted by the
business.
b. Product and market segmentation: concerns with the
way the business segments the customers.
2. Determining the mission of the business:
The mission will be the set of objectives to be
pursued by the business.
3. Formulating functional strategies:
,After the business definition and mission are
determined, functional strategies concerning
manufacturing, engineering, research development
etc. will be developed. The business may be redefined
and missions adjusted in the process ..of developing
functional strategies as the planning process is an
iterative one.
4. Budgeting:
This last step in the planning process is the
allocation of resources to carry out the functional
strategies by developing budgets.
9In arriving at these decisions, a lot of input
materials like data, analytical tools and human resources
are required. Thus, in addition to the evaluation of
strategic planning from an output perspective, a depiction
of the strategic planning process from an input
perspective will show the degree of strategic thinking in
the companies, i.e. the frame of mind among executives
involved in the planning. An evaluation of each company's
performance in the various input variables will indicate
the degree of sophistication of their strategic planning
process.
The input model can be described as a 5W Model:
Strategic Planning
WHY WHAT HOW WHEN whO
The various input variables in the 5W Moael can De
described as follows:
1. Why: Why do the planning:
This variable concerns the perception of the
functions of strategic planning, i.e. problem solving,
controlling, uncertainty avoidance, etc. This
variable will reflect whether the orientation of the
planning process is a functional or general
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management” one. A company with a general
management“ orientation is more sophisticated in the
planning practices.
2. What: What information to use?
This variable indicates whether the company uses
external information, internal information or both in
the planning process. The information that can be
collected and used include customer profiles, market
characteristics, competitors, environmental trends and
internal company characteristics, etc. It is believed
that a more sophisticated company will employ both
external and internal information in planning.
3. How: How to plan?
As planning can be undertaken by intuition only
or with the help of some established analytical
approaches/methods, the sophistication of the planning
process can be reflected by the familiarity, knowledge
and use of these tools.
Besides, planning will aid in decision making,
thus, criteria used to evaluate various projects have
to be developed in the planning process. The criteria
may include financial, non-financial measures or both.
The adoption and emphasis of a company on the type of
rri r1a used will also reveal its degree of
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sopnistication in planning. A sophisticated company
is expected to focus both financial and non-financial
measures in project evaluation.
4. When: When to plan?
Each plan has a planning horizon. The longer the
horizon, the greater is the tendency towards future
orientation. As short term plans are more likely to
be functional, sophisticated corporate plans are
generally long term in nature. The planning horizon
will reflect whether the planning process is having a
functional or a general management orientation
which is required when making up a sophisticated
corporate plan.
In the dynamic business world, review of
corporate plans, which are long term in nature, is
essential to control and provide opportunity for
adjustment. However, a systematic planning process
should have an established timing for periodic review.
Therefore, a sophisticated company is defined to
have more focus on long-term plans and systematic
review of plans.
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5. Who: Who influences the planning?
Basically, planning involves three stages:
preparation, review and final approval. At the
preparation stage, it is likely to be influenced by
both internal and external groups of people. The
extent of influence of the external groups on the
planning process is an indicator of whether the
process is externally oriented.
The influence of the different levels of the
internal groups on the three stages will provide
insights on the degree of centralization and
decentralization at these stages of planning. A more
decentralized company will bring up more creative
plans. A supportive value system and a good climate
of both the top executives and junior staff are also
established through decentralization.
In addition, the existence of a formal corporate
planning department will show the degree of
institutionalization in the planning process.
Based on the above definition of a company with
sophisticated strategic planning, we would like to compare
the degree of sophistication of planning of Japanese,
American and local companies in Hong Kong.
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2.2. Culture Dimension
The four dimensions- power distance, uncertainty
avoidance, individualism and masculinity- represent
elements of common structure in the culture systems.
(Hofstede: 1984) There was a research investigating the
differences among countries, including Japan, United
States and Hong Kong, on the dimensions. The positions of
the three countries on each of the four dimensions were







In our study, we try to base on the scores on the four
dimensions to explain the similarities and differences in
strategic planning among Japanese, American and local
companies in Hong Kong.
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1. Power Distance
within organizations as units of society, we
inevitably find inequality of members' abilities and
inequality of power. However, different organizations
may have various degrees of acceptance of inequality.
Power distance index (PDI) is a measure of the degree
of inequality acceptance. A large power distance
society is found to have the following norms:
There are great power differences between superiors
and subordinates in an organization.
Subordinates respect for hierarchy.
People respect for older people.
There is a paternalistic relationship between
superior and subordinates, in which a good
supervisor behaves like a good father.
With these norms, the top management in large
power distance society will have extremely great power
in planning. Organisations in this society should be
more centralized in the higher hierarchy in planning.
Hong Kong is ranked the highest in PDI score while
American is ranked the lowest among the three
cultures. Therefore, it can be hypothesized that the
lower level of management has a lower degree of
involvement in strategic planning process in local
companies than those in Japanese and Americans.
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2. Uncertainty Avoidance
The second dimension of culture is labelled
uncertainty avoidance. Since uncertainty about the
future is a basic fact of human life, organizations
must have ways to deal with uncertainty. The way in
which organizations deal with uncertainty does not
depend on some objective amount of uncertainty, but on
the way in which uncertainties are perceived within
the organization. It is very true that perceptions of
uncertainty are affected by cultural variables to a
certain extent.
The UAI norms deal with the level of anxiety
about the future. They are presented as follows:
People in high UAI culture show a greater need for
consensus in order to avoid mistakes. Therefore,
group decisions are ideologically popular, though
.
not necessarily more frequent.
People in high UAI culture have the emoz-Loiiai 11GCu
for formalization of structure and standardization
of procedures. It is because the presence of
structure and standardized procedures satisfies
people's need for predictability in society.
These norms imply that the aegree UL .A..L %.1
avnidance in a society will certainly affect the
16
planning practices of organizations. Since Japanese
are scored very high on UAI, Japanese companies should
possess the norms of strong uncertainty avoidance
society.
Firstly, it is hypothesized that Japanese
companies have more emphasis on longer planning
horizon than Americans and locals. It is because
Japanese feel more uncomfortable with uncertainty and
ambiguity. Hongkongese are found to be low in UAI.
Therefore, local companies are believed to be more
short-term oriented in planning.
Secondly, planning is an important function
dealing with uncertainty in Japanese companies.
Therefore, it is hypothesized that Japanese companies
will place more emphasis on dealing with uncertainty
in ulannina than Americans and locals.
Thirdly, the strong need for consensus leads to
the belief that there are more involvement of lower
level of management in planning in strong UAI
organizations. The hypothesis made is that lower
level of management is more important in the planning
process in Japanese companies than in Americans and
locals. The planning process includes the
preparation, the review and the approval stages. This
hypothesis matches with the one made from the power
distance dimension.
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Fourthly, the need for formalized structure in
high UAI culture leads to the belief that Japanese
companies show favour to structured department in
strategic planning. Therefore, it is hypothesized
that more Japanese companies will have corporate
planning department than Americans and locals.
Moreover, the department should play a vital role in
the planning process.
Last, but not the least, a high UAI society will
obtain as much information inputs as possible in
formulating corporate plans and as much criteria as
possible in evaluating projects in order to reduce the
uncertainty of the future. Thus, it is hypothesized
that more information inputs and more evaluation
criteria will be perceived as important in Japanese
companies than in Americans and locals.
3. Individualism
Individualism is a dimension representing the
.degree of interdependence among individuals in
society. People in a society which scores low on
individualism have a more collectivistic self-concept,
while those in a high-scored society have an
individualistic self-concept. The relationship
between the individual and the collectivity in human
society is not only a matter of ways of living
18
together, but it also affects people's mind and
functioning in organizations. Since planning in an
organization is done through human beings, this
cultural dimension will surely influence the planning
concepts in an organization.
The following norms are usually reflected in a
collectivistic culture.
People are ”we“ conscious, instead of I
conscious.
They are more likely to maintain harmony.
They emphasize the belonging to organization,
therefore the relationship between the employee and
employer has a moral component.
They have strong belief in group decisions.
American companies should have an individualistic
culture for the high score on IDV of Americans.
However, Japanese and Hongkongese are more
.collectivistic. The individualism has several
implications on planning practices of companies.
Firstly, it is hypothesized that local companies
place more emphasis on conflict resolution,
communication and coordination in planning than
wmarCans and Japanese because of their higher
19
intention of maintaining harmony and their “I”.
consciousness.
Secondly, the individualism dimension also leads
to the hypotheses made according to uncertainty
avoidance index. Because of the strong belief in
group decisions, more levels of management are
expected to involve in planning in Japanese companies
than that in Americans. The low UAI and high PDI
scores of local companies lead to the hypothesis that
they are more centralized. However, the low IDV score
of local companies implies an opposite hypothesis.
Therefore, it is better to combine all three
dimensions together to make a comparison of
centralization among the three types of companies. As
a conclusion, it is hypothesized that Japanese
companies are the most decentralized while American
companies are the most centralized.
4. Masculinity
The fourth dimension is named masculinity with
an opposite pole labelled as “femininity”. A
„ ro cnr i exhibits the following norms:
People stress on performance.
The society is less quality-of-life oriented.
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Competitiveness between people is perceived as a
good thing.
There are few female positioned in the high level
of manaaement.
Japan is found to be strong in masculinity, so
sex roles in the work place are extremely rigid. This
dimension to some extent supports the Japanese
management discussed by many academicians. Many
academicians suggested that Japanese success in world
market is contributed by its export orientation
instead of consumption orientation. A consumption-
oriented society, as U.S., places more emphasis on
quality-of-life. In addition, since Japanese perceive
competition as a good thing, only well performing
Japanese companies will compete in the world market.
This also contributes to Japanese success in
international competition.
Japanese' stress on performance leads to the
belief that Japanese companies emphasize the review
process. Thus, it is hypothesized that there are more
e
levels of management- participating in the review
process and the review of Japanese companies is more
emphasized.
The discussion of the four cultural dimensions
suaaests differences among Japanese, American and
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local companies in strategic planning in some areas.
Some important aspects in our ”5W“ model in analyzing
strategic planning practices, which may not be related
to the cultural dimensions, are also interesting and
valuable for discussion. Thus, we would also
investigate differences among the three types of
companies in important areas in strategic planning,
including the overall view of strategic planning, and
the application and development of strategic planning
tools, all of which have not been explained by
cultural dimensions.
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2.3. Summary of Hypotheses
The hypotheses established according to the cultural
dimensions will be categorized in the 5W model and
listed as fnllnws.-
1. WHY
Hi : Local companies place more emphasis on
conflict resolution, communication, and
coordination in planning than Japanese and
Americans.
H2 : Uncertainty avoidance is a more important
reason for strategic planning in Japanese
companies.
2. WHAT
H3 : Japanese companies put much more efforts in
analyzing and forecasting information for
planning than Americans and locals.
3. HOW
H4 : More criteria for project evaluation are




H5 : Japanese companies put more emphasis on long
term plans than American and local
companies.
H6 : The reviewing process is more emphasized in
Japanese companies than that in American and
local companies.
5. WHO
H7 : The lower level of management has a higher
degree of involvement in strategic planning
process, including the preparation, review
and approval, in Japanese companies.
H8 : There are more Japanese companies having





A sample of 400 companies is randomly selected. 200
were American companies chosen from the Directory of
American companies in Hong Kong published by GTE. The
remaining 200 were Japanese companies obtained from the
directory published by The Hong Kong Japanese Chamber of
Commerce and Industry.
The data about local companies' strategic planning
practices measured by the same questionnaire were kindly




In order to obtain an overview of the strategic
planning practices of the three types of companies, a mail
survey was adopted to cover a large sample of respondents.
The questionnaire was originally developed by Farley and
in use by Wee, Farley and Lee (1987). The questionnaire
was prepared in two versions: an English one and a
Japanese one. The English version was sent to American
companies. The Japanese version which was translated by a
bilingual Japanese and a Chinese well versed in Japanese
was sent to Japanese companies.
The questionnaire was divided into two parts as shown
in Appendix 1. The first part was used to collect
information about the strategic planning practices of the
respondent's company in the following areas:
1. Overall View: The respondent's overall view UL
planning in the local business environment and his
general attitude towards planning.
2. WHY: The functions of planning in the respondent's
company include conflict resolution (Ql,Q2),
communication (Q3,Q5,Q6), control (Q14,Q17), policy
formulation (Q13,Q16,Q18), uncertainty avoidance
(Q7,Q8), coordination (Q4,Q15), resource allocation
(Qil) and profitability (Q12).
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3. WHAT: the amount of effort the respondent's company
spent on the various kinds of information inputs for
planning and the company's confidence in the
information inputs. The information inputs are
categorized into external and internal sources.
4. HOW: the familiarity of the respondent towards
various kinds of planning tools and concepts as well
as the adoption of the tools in his company. The
tools suggested are Boston Consulting Group (BCG)
Approach, General Electric/McKinsey Approach, Arthur
D. Little Approach, Booz-Allen, Ansoff's
Diversification Matrix, Profit Impact on Market
Strategy (PIMS) and Experience Curve.
5. HOW the criteria used to evaluate projects,
including financial and non-financial criteria.
6. WHEN the planning horizon and interval of periodic
review of corporate plans.
7. •WHO• the amount of influence exerted by various
internal and external groups of people in (a)
preparing, (b) reviewing and (c) final approval of the
plans.
8. Others: the existence of a corporate planning
department.
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Respondents were asked to choose the responses most,
closely describe their situation or reflect their opinions
for each question from the 5-point Likert scale given.
Where necessary, open ended questions were used to solicit
responses which could not be predetermined.
The second part of the questionnaire was used to
collect some classificatory information about the company




Before analyzing the data, some data have to be
recoded and regrouped to solicit significant results.
Concerning the Overall View section, data for
statements no.2, 5 and 8 are recoded. For the section
WHY, data for statements no.9 and 10 need to be recoded.
The data after treatment will be analyzed. The mean
scores for each statement in the questionnaire of the
three types of companies: local, Japanese and American
companies will be compared and tested by ANOVA. Scores
for some statements will be summed up to obtain the
overall view in certain areas. For example, concerning
the section WHY, scores for statements being classified
into the same function, such as Ql and Q2 related to
conflict resolution, will be added up. ..The computed
scores for. the three types of companies will then be
compared by ANOVA test. For ordinal or nominal data, Chi-
square tests are adopted to analyze the differences or
similarities among the companies. Therefore, ANOVA and
Chi-square tests are mainly used to compare data among the
three types of companies and for hypotheses testing.
To study the relative importance of certain aspects in
planning in each country, we try to rank the scores on
each statement. Although it is believed that companies
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of various countries of origin may be influenced and
assimilated by the Hong Kong environment, American and
Japanese companies in Hong Kong will still maintain major
part of their American and Japanese management styles.
Therefore, the results of our study not only give an
overall picture of the strategic planning practices of
each type of country, but also indicate the degree of
sophistication of strategic planning.
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CHAPTER 4
RESULTS OF THE STUDY
A total of 104 completed questionnaires were
received. The effective response rate was 26%. The
effective response comprises Japanese and American
companies only. The data of local companies were supplied
by Dr. K. H. Lee. The data are completed by companies
randomly selected from the directory of the Hong Kong
General Chamber of Commerce. There are totally 46
questionnaires all of which can be identified to be
completed by executives from local companies. A simple
description of the sample is shown as follows:
1. n= 15C
(30. bo)2. Local ,Companies 46
Japanese Companies= 58 (38.67%)
American Companies= 46 (30.67%)
3. Number of Employees:
40.6%10 to 49 employees
16.8%50 to 99 employees
21.0%100 to 499 employees
9.1%0500 to 999 employees
12.6%1000 employees and over
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4. Annual Sales Turnover:
Below HK$50 million 30.4%
HK$50 to HK$99 million 14.8%
HK$100 to HK499 million 29.6%
10.4%HK$500 to HK$999 million
14.8%HK$1,000 million and more








The findings of our study are presented accoraing -co




Management Perception of Planning Practices in Hong
nong
Overall mean
4.12Planning is important for
most local companies
3.66Most local companies do not
have written corporate plans
3.93Most local cos. do not have
formal planning departments
4.18Planning will become more
important for local firms
in the future
3.69Top managers of local firms
.are generally in favor of
planning
3.68Local firms are weaker than
subsidiaries of foreign
firms in corporate planning
3.10Most subsidiaries of foreign
firms have separate planning
department
3.59Most subsidiaries of foreign
firms have written corporate
plans
2.95Firms are generally satisfied
wi th their planning
1 = Disagree
3 = Neither disagree or agree
5 = Agree
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Management Perception of Planning Practices in Hong
Kona
In order to get an overall picture of the
respondents' perception of planning practices in Hong
Kong, the data are aggregated.
Overall, the respondents strongly agreed that
planning is important for most local companies (x =
4.12) and it will become more important for local
firms in the future (x = 4.18). This may be due to
the perception that top managers of local firms are
generally in favor of planning (x = 3.69). Yet, local
firms are perceived as weaker than subsidiaries of
foreign firms in corporate planning (x = 3.68). This
may be the result of the respondents' belief that most
local companies do not have written corporate plans (x
= 3.66) and formal planning departments (x = 3.93)
while most subsidiaries of foreign firms are perceived
as having written plans (x = 3.59) although
respondents show only slight agreement as towards
whether the subsidiaries of foreign firms have
separate planning department (x = 3.10)., However,
firms are perceived as not satisfied with their
planning(x = 2.95).
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Management's Attitude Towards Planning
Signifi-
Local Japanese American cance
4.964.66Planning is a central 4.78
essential function of
management
3.963.563.80The quality of management
thinking improves with
planning
3.134.023.41Planning will improve if
there is a formal planning
department
4.894.624.57Planning should be an ongoing
activity within the co.
4.223.773.76Formal planning makes large
difference in a co's
performance
2.333.742.65You need specialised experts
to do planning
2.522.813.20Formal planning is good for
large firms but too
expensive for small ones
3.914.053.17Planning does not divert
attention from daily
operations
2.963.303.27Formal planning is very time
consuming and complex
Planning has not constrain





3= Neither disagree or agree
5= Agree
*= significant at 0.05 level
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Management's Attitude Towards Planning
Since management's attitude towards planning may
be affected by their nationality, the data will be




Overall, Japanese companies have favorable
attitudes towards planning, except that they
think specialised experts are needed to do
planning and formal planning is very time
consuming and complex.
2) American Companies
American companies hold favorable attitudes
towards planning.
T). Local Companies
Local companies do not exhibit consistently
favorable attitudes towards planning. They tend
to agree that planning is good for large firms
but too expensive for small firms. Also, they
only slightly agree that planning does not
divert attention from daily operations. They
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think that planning will constrain the
initiatives of lower level managers and inhibit
flexibility and adaptability.
b. Conclusion
ANOVA tests indicate that some significant
differences occur among the three groups of
companies at a significance level. of 0.05.
American companies show the greatest degree of
agreement towards the central and essential
function of planning in management as well as the
importance of planning as an ongoing activity
within the company.
Besides, it is found that Japanese companies
show the greatest degree of agreement towards the
importance of a formal planning department to
planning. Japanese companies are the only one
among the three groups of companies to emphasize on
the need of specialised experts to do planning.
Local companies show significantly less
agreement towards the statement that planning does
not divert attention from daily operations. In
addition, significant differences occur between
local companies and the other two groups of
nmmnanies in that the former think that planning
37
constrained the initiatives of lower level
management and inhibit flexibility and
adaptability while the latter do not think so.
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2. WHY
Manaaement Perceation of Plannina Functions
Signifi-
Local Rank Japanese Rank American Rank cance
8 83.302.9483.72Conflict Resolution
3.372.943.82- resolve conflicting expectation
3.242.933.62- organise conflict resolution
63.9123.8074.03Communication
3.983.443.96- central in coma. network
4. O54.264.16- ensure gathering, analysis
reporting of information
3.853.663.98- ensure availability storage
of specialized knowledge
44.2153.7554.06Coordination
3.913.804.02- coordinate flow of information
4.503.724.09- coordinate departmental plans
73.9763.5644.15Uncertainty Avoidance
3.943.763.95- systematically dealing with
uncertainty
4.443.354.34- avoid unacceptably high risk
14.5143.7624.38Control
4.333.624.24- audit ongoing activities
4.703.894.51- prepare operating budgets
34.4214.064.44Policy Formulation
4.424.204.36
- sequence future activities
4.413.744.33- analyze new business





3= Neither disagree or agree
4= soievhat agree
5= Agree




The Japanese companies generally agreed
that planning is important in the various
functions with the exception of conflict
resolution with respect of which their opinions
arP neutral.
Among the relative ranking of their degree
of agreement to the importance of planning in
various functions, the five functions yielding
the highest ranks are policy formulation,
communication, resources allocation, control and
coordination.
2) American Companies
To the American companies, planning is
important in all the functions measured.
Among the relative ranking, the five
functions yielding the highest ranks are
control, resources allocation, policy
formulation, coordination and sales increase.
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3) Local Companies
To the local companies, planning is
important in all the functions measured.
Among the relative ranking, the five
functions yielding the highest ranks are policy
formulation, control, sales increase,
uncertainty avoidance and coordination.
b. Hypothesis Testing
At a significance level of 0.05, ANOVA tests
indicate that the hypothesis that local companies
put more emphasis on conflict resolution in
planning is accepted. The hypothesis that
uncertainty avoidance is a more important reason
for strategic planning in Japanese.. companies is
rejected as local companies put significantly more
emDhasis on the role of planning in this function.
Overall, the ANOVA tests indicate that
significant differences among the three,groups of




The patterns of the relative rankings show
that all the three groups of companies put the
least emphasis on the conflict resolution function
of planning although local companies put the
greatest amount of importance in this aspect among
the three groups. Also, policy formulation and
control functions receive rather high emphasis
among the three groups.
Basically, all the Japanese, American and
local companies show ”general management
orientation since planning is agreed to be
important in nearly all the functions measured.
Yet, the greater emphasis put on the role of
planning in increasing sales than in allocating
resources among local companies may indicate that
their perception of planning among local companies




Efforts in Various Information Inputs
Level of Efforts used for Various Information Inputs
Signifi-
Local Rank Japanese Rank American Rank cance
3.553.793.51External
7 3.35 9.53.833.09 12- domestic economy
3.35 9.54.07 3.53.72 5- international economy
3.113.28 1383.26- political developments
3.13113.443.02 13- government policies
3.15
1 11
83.813.11 11- social trends





53.7453.9873.51- new areas for investment













5= a areat deal of effort





Efforts in Various Information Input s
a. Individual Profile
1) Japanese Companies
Generally, Japanese companies use great
effort in forecasting the various information
inputs for planning.
Japanese companies use the greatest effort
in forecasting competitor actions followed by
technological changes in industry, international
economy, human resources requirements, etc.
Japanese devote the least effort in forecasting
political developments, customer demographics
trends and government policies.
From the ranking of relative effort used,
Japanese companies use more effort in
forecasting internal information than external
information.
1 American Companies
Generally, American companies also use
great effort in forecasting the various
information inputs. American companies use the
greatest effort in forecasting competitor
=r%+-inns followed by financial needs of company,
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human resources requirement, technological
changes in industry, etc. Americans devote the
least effort in forecasting political
developments, government policies and social
trends.
The ranking shows that Americans use more
effort in forecasting internal information than
external information.
3) Local Companies
Local companies also make effort in
forecasting the various kinds of information
inputs. They use the greatest effort in
forecasting financial needs of the company
followed by production capacity requirement,
potential markets for exports,. competitors'
actions, etc. They devote the least effort in
forecasting government policies, domestic
economy and social trends.
The ranking indicates that local, companies
use more effort in forecasting internal
information than external information.
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b. Hypothesis Testing
At a significance level of 0.05, ANOVA tests
indicates that although Japanese companies put more
effort in forecasting external information than the
other two groups of companies, the difference is
not significant. In addition, American companies
put more effort in forecasting internal information
than the other two groups although the difference
is again not significant. Thus, the hypothesis
that Japanese companies put more effort in
analysing and forecasting information for planning
is rejected.
c. Conclusion
A comparison of the relative rankings of the
efforts used in forecasting the various information
inputs shows that although all the three groups of
companies put more emphasis on forecasting internal
rather than external information, local companies
are much more internally oriented than the others,
only with the exception on human resources
requirements.
It is noticed that the patterns of the
rankings for the Japanese and American companies
are quite similar.
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Besides, ANOVA test indicates that for the
various information inputs showing significant
differences among the three groups of companies,
Japanese companies use significantly more effort in
several external information forecast, i.e.
domestic economy, international economy and social
trends. Hence, it can be concluded that Japanese
companies are more externally oriented than
American and local companies.
Comparatively speaking, Japanese companies put
more efforts in forecasting technological changes
in industry, international economy, domestic
economy and social trends, perhaps with the aim to
remain competitive and to maintain leadership.
They put less effort in forecasting customer
demographics trends which are statistical data in
nature. As for the local companies, the small
domestic market and the resulting export
orientation help to explain the large amount of
effort devoted in forecasting potential markets for
exports, international economy, financial needs and
production capacity requirements.
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Confidence in Information Forecast
Level of Confidence in the Inforsation Forecast
Signifi-









3.24 6 3.67 3 3.87 3technological changes
in industry
43.8023.7943.36competitors' actions






14.3513.8913.98financial needs of co.
73.5963.3623.90• production capacity
required
I= Not at all confident
3= so,ewhat confident
5= very confident
*= significant at v.v3 ieve
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Confidence in Information Forecast
A comparison of the level of confidence the
companies have in the information forecast with the
level of efforts spent in the respective areas
indicates whether the effort spent is worthwhile.
The patterns of the ranking of the level of
confidence in the various forecasts of the three
groups of companies closely match with the patterns of
ranking of their level of efforts used. Thus, the
more effort used in the forecast, the greater is the
confidence in the forecast.
This result is reinforced by the ANOVA test
showing that American companies are significantly more
confident than- the other companies in the customer
demographics trends and financial needs forecasts.
Local companies are significantly less confident than
the others in the forecast of technological changes in
industry, new areas for investment and human resources
requirement. This may be interpreted as the results
of their differences in the amount of efforts used in
the forecasts.
Overall, companies seem to be more confident with
their internal information forecast with local




Degree of Familiarity with the Planning Tools Concepts
Local Rank JaDanese Rank American Rank
22.5022.0271.15BCG Approach
32.4612.4631.38G.E./Mckinsey Approach













Overall, Japanese companies are slightly
familiar with the various planning tools and
concepts. They are more familiar with
G.E./Mckinsey Approach, BCG Approach and
Ansoff's Diversification matrix but less
familiar with experience curve and Booz-Allen.
2) American Companies
Overall, American companies are aisv
slightly familiar with the planning tools and
concepts. They are more familiar with
experience curve, BCG approach and G.E./Mckinsey
Approach but less familiar with Booz-Allen and
Ansoff's diversification matrix.
3' Local Companies
The degree of familiarity of local
companies with the planning tools and concepts
is very low. They are more familiar with
experience curve, PIMS, G.E./Mckinsey Approach




All the three types of companies are not very
familiar with the planning tools and concepts. The
general lack of high degree of familiarity among
subsidiaries of foreign firms with these planning
tools and concepts may reflect the situation that
the chief executives of the subsidiaries of foreign
companies in Hong Kong are mainly operational and
are not involved in planning of the entire
corporate plan. Local companies score the lowest
degree of familiarity in every planning tools and
concepts measured. This may be the underlying
cause of the respondents' perception that local




The Importance of Criteria for Project Evaluation
Signifi-
canceLocal Rank Japanese Rank American Rank
Criteria:
4.083.833.72Financial
I4.514.4714.12Impact on co's net
profit
34.2253.9624.00Impact of co's cash flow
24.2624.3343.86forecast ROI





63.894.00 3.553.60Growth of market
53.984.00 3.533.93Forecasted sales growth
44.1373.3863.45impact on allocation
of resources










Generally, all the criteria studied are of
great importance to Japanese companies. They
emphasize more on financial than non-financial
criteria. They regard the impact of a project
on the company's net profit as most important
followed by forecasted ROI, growth of market and
forecasted sales growth. They treat the
criteria like impact in earnings per share and
track record of manager requesting funds as of
lowest importance.
2) American Companies
All the criteria measured ..are of great
importance to American companies. They also
emphasize more on financial than non-financial
criteria. The impact on companies' net profit
is most important in the project evaluation of
American companies, followed by forecasted ROI,
impact on cash flow and impact on allocation of
resources. The criteria like impact on earnings




Again, all the criteria measured are of
great importance to local companies. They
emphasize on financial rather than non-financial
criteria. The impact on company's net profit,
company's cash flow, forecasted sales growth and
forecasted ROI are important. The criteria like
impact on earnings per share and manager's track
record are the least important.
b. Hypothesis Testing
When we compare the overall mean scores among
the three types of companies, Japanese companies do
not perceive both financial and non-financial
criteria more important than American and local
companies. Therefore, the hypothesis that more
criteria are perceived as important by Japanese
companies is rejected. However, at the level of
significance 0.05, Japanese companies perceive
forecasted market share position significantly more
important than Americans and locals. This finding
matches with the sayings by many academicians that




The pattern of the relative rankings of the
three groups of companies are very similar.
Overall, the three groups attach greater importance
towards financial criteria than non-financial
criteria.
Although there is significant difference among
the three groups as towards the importance of the
overall non-financial criteria, there is no
significant difference exhibited in the overall
financial criteria. However, American companies
score the highest in the importance of both
financial and non-financial criteria.
ANOVA tests show that American companies
adhere significantly greater importance to the
impact of project on earnings per share and on
allocation of resources than the other companies.
Japanese companies emphasize significantly more on
the impact of a project on the forecasted market
share position.
Although there is no significant difference,
Japanese tend to emphasize more on growth of market
invested and forecasted sales growth than the other
companies. This result indicates that Japanese
56
tend to put more emphasis on market share





Efforts used in Various Planning Horizon
Signi-
Local Japanese American ficance
3.57 4.11 4.02Less than 1 year plan
4.37 4.333.791-year plan
3.363.14 3.932 to 3-year plan
2.713.192.565-year plan
1.702.351.836 to 10-year plan
1.441.42 2.00over 10-year plan
1= No effort
3= some effort
5= a great deal of effort





The amount of effort used decreases with
the increases in the planning horizon because
the uncertainty in the longer term future
inhibits the company from making very specific
details in the intermediate and long term plans.
21 American Companies
The amount of effort used also decreases
with increases in the planning horizon.
3) Local Companies
Again, the amount vL CLLVLV r-- %A %AGV1VKVVv
with increases in the planning horizon.
b. Hypothesis Testing
The hypothesis that Japanese companies put
pore emphasis on long-term plans than American and
local companies is accepted because ANOVA test
indicates that Japanese companies use significantly
more effort in long-term 6 to 10-year plan and over
10-year plan. Actually, Japanese companies use
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significantly more effort in each planning horizon
.except in less than 1-year plan and 5-year plan.
c. Conclusion
It is found that the three groups of companies
have the same pattern when we rank their efforts
put in various planning horizons. All of them use
the greatest effort in 1-year plan which seems to
be the usual planning horizon of the companies.
Although less effort is devoted to long term
plan than to short term plan, a comparison among
the efforts used in the three groups of companies
indicates that Japanese companies use the greatest
amount of effort in each planning horizon while
local companies use the least effort in almost
every planning horizon. Japanese companies also
tend to be more future emphasized while local





















About 77% of the Japanese companies
surveyed will review their corporate plans. The
most frequently used review interval is
semiannually“ followed by ”annually‘ with both
review intervals accounted for more than 50% of
those companies with review. However, there are
about 30% of companies with review will carry
out periodic review with an interval less than a
month.
2) American Companies
About 96% of the American eunUpJa11-L
surveyed will review their corporate plans. The
most frequently used review period is monthly
followed by “semiannually” and ’annually.
Together, the later two review periods accounted
for about 41% of companies with review. About
16% of companies will carry out periodic review
with an interval less than a month.
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3) Local Companies
About 60% of the local companies surveyed
will review their corporate plans. The most
frequently used review interval is as and when
required which accounts for about 43% of the
local companies with review. Those with a
semiannual review interval account for only
25%.
b. Hypothesis Testing
At a significance level of 0.05, it is rouna
that significantly more American companies will
review their corporate plans than their Japanese
and local .counterparts. The hypothesis that
Japanese companies pay more emphasis on review is
rejected. Although Japanese companies pay more
effort on short term review than Americans,
significantly fewer Japanese companies will review
their corporate plans.
c. Conclusion
The modal review period of Japanese companies
is longer than that of American companies, although
more Japanese companies involved in short (i.e.
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less than one month) and long (i.e. more than one
month) intervals of review. Therefore, it is
believed that the reviewing process of Japanese
companies is less frequent.
The fact that local companies is having the
lowest percentage of companies with review,
together with the frequent practice of undertaking
review only when required, indicates that local
companies are less systematic and structured in the




Influence of Internal Groups on Corporate Planning
Signifi-
canceLocal Rank Japanese Rank American Rank




24.0434. 0023.54Top second-level mgt
33.6153.6943.40Line Management












1= Not at all influential
3= some influence
5= very influential









53Modal no. of staff






Chi-square Tests: Dept by Nationality Slgniricance 0.000








'1'ne rive levels or management measurea are
influential in the three stages of the planning
process.
The ranking of their influences in the
three stages showed that chief executive officer
(CEO) is the most influential person with the
greatest influence on preparation and final
approval of plans but less influence on review
of the plans. The corporate planning department
is also of great influence. It is the most
influential in reviewing the plans and less
influential on the preparation and final
approval of plans. Board of directors is very
influential in final approval of plans but its
influence decreases in preparation and review of
plans.
Concerning.the lower level management, i.e.
top second-level management and line managers,
their relative rankings are low, except that the
top second-level management is ranked the second




The five levels of management are
influential in the three stages of the planning
process.
The ranking of their influences indicates
that CEO is the most influential person in every
stage. Board of directors is ranked the second
in the review and final approval of plans but it
has the least influence among the various levels
of management in the preparation of plans. The
corporate planning department is less
influential when compared with the two top
levels. The lower levels management are more
influential in preparing the plans than in other
stages of the planning process.
3) Local Companies
Again, the five levels of management are
influential in the three stages of the planning
process.
The ranking of their influences indicates
that CEO is the most influential in every stage.
Board of directors is ranked the second in
review and final approval but the third in
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preparation. The corporate planning department
is the least influential in the three stages as
its influence is less than those of top second-
level management and line management.
b. Hypothesis Testing
ANOVA tests indicate that top second-level
management and line management of Japanese
companies are significantly more influential than
those of other companies in reviewing plans, but
not in preparing and approving plans. Therefore,
the hypothesis that the lower level of management
has a higher involvement in the planning process in
Japanese companies is rejected because the lower
level of management is only significantly more
influential in the review stage.
Also, Chi-square test indicates that there is
a significant relationship between sales of a
company and the existence of a corporate planning
department. Those companies with a corporate
rlarrn denartment tend to exhibit higher sales.
However, the existence of a corporate planning
department is significantly related to the country
of origin of the companies. About 44% of the
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Japanese companies surveyed have established
corporate planning department while more than 28%
of the American companies surveyed have the
department. Less than 10% of the local companies
have the department. Thus, the hypothesis that
more Japanese companies have formal corporate
planning departments is accepted.
b. Conclusion
A close look at the data indicates that local
companies are similar to American companies in the
relative influence of the various levels of
management, especially in review and final
approval. In preparing plans, board of directors
of local companies exert medium influence while
those of American companies exert the least
influence. In reviewing plans, lower level
management of Japanese companies exert greater
influence than those of other companies. The
Japanese corporate planning department is more
influential in the three stages of the planning
process. This is consistent with the high
agreement among Japanese companies that formal
planning department is important to planning and
specialised experts are needed to do planning.
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External Influence
Influence of External Groups on Corporate Planning
5igniii







1= Not at all influential
3= some influence
5= very influential





The external groups have only slight
influence on the preparation of corporate plans.
Among the various groups, consumers, suppliers
and creditors are the three most influential
groups.
2) American Companies
The external groups have only slight
influence on the preparation of corporate plans.
Among the various groups, consumers,
shareholders and suppliers are the three most
influential groups.
3) Local Companies
The external groups have slight influence
on the preparation of corporate plans.




For all the companies, consumers exert
greatest influence reflecting their emphasis on the
importance of consumers. However, ANOVA test
indicates that suppliers of Japanese companies are
significantly more influential than those of the
other companies. This may be due to the closer
relationship with suppliers in Japanese companies
than in other companies. Besides, shareholders are
more influential in American and local companies
than in Japanese companies because they rely more
on shareholders for capital while the latter relies
more on creditors, being banks, for loans. Thus,
the creditors of Japanese companies are more
influential than those of American and local
comuanies.
As all types of companies are influenced by
external groups, it is possible to believe that
they are somewhat externally oriented, especially
towards consumers.
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4.2. The Degree of Sophistication in Strategic Planning
The degree of sophistication in the planning process
of Japanese, American and local companies are discussed as
follows:
1. WHY
Local companies emphasize more on the role of
planning in increasing sales than the other functions.
Thus, although all the three groups of companies are
showing general management orientation to planning,
local companies are more superficial in their
perception of planning.
2. WHAT
Japanese companies are l.ile utv=0 L- GA VrL Aa%.-L .+l
oriented among the three groups of companies while
,
local companies are the most internally oriented.
Hence, local companies are less sophisticated than the
others in this aspect.
3. HOW
Although the chief executives of the SuDSlalarie5
of Japanese and American companies in Hong Kong are
only slightly familiar with the planning tools and
concepts, those of local companies exhibit even lower
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degree of familiarity.
Comparatively speaking, local companies place
less emphasis on the importance of financial and non-
financial criteria than the other companies while
American companies place the greatest emphasis on
these two aspects. Hence, local companies seem to be
less sophisticated in this dimension of the planning
process.
4. WHEN
Japanese companies put more emphasis on long term
plans while local companies tend to be short term
oriented. Besides, local companies lack a constant
interval for reviewing corporate plans. Local
companies are not sophisticated in terms of the
planning horizon and reviewing of the corporate plans.
5. WHO
Japanese companies tend to be the most
decentralized in the planning process while local
companies are the least decentralized. Therefore,
local companies are less sophisticated as they involve




As a conclusion, local companies tend to be less
sophisticated than Japanese and American companies in the
various aspects studied. The comparisons among the three
types of companies are summarized by Table 1. The results
of hypotheses testing are shown in Table 2. It is found
that some planning practices are dependent on locals'
cultural beliefs and values but some are only habits or
misperception. Therefore, it is necessary to identify
areas where local companies should and can improve in
planning practices in order to create competitive
advantaae in both domestic and international markets.
The recommendations made to local companies in pony
Kong are as follows:
1. Correct Misperception about strategic riannliiy
''.'Local executives think that planning is time
consuming and will divert attention from daily
operation. Though planning takes time and effort, it
is worthwhile and necessary for the long-term benefits
of companies. In addition, planning should have a
general management orientation. Planning should not
be perceived as a function to solve operational
76
problems and increase sales only.
2. Increase Responsiveness to External Environment
It is found that local companies only put little
efforts to analyze and forecast external information.
Although local companies pay much attention to
identify potential markets for exports, they put
little emphasis on analyzing technological changes and
competitors' actions which are aspects receiving much
attention from both Japanese and American companies.
It is believed that to innovate, to lead and to create
value which none existed before is the key to long-
term success. Thus, thorough understanding of
competitors' action and technological changes enhances
the creation and innovation of competitive advantages
over competitors.
3. Encourage Participation of Lower Level of management
in Planning
The group orientation of Japanese companies
allows more participation of lower level of management
in planning. In Japanese firms, lower-level staff
will involve in preparing and reviewing plans.
Therefore, they have a better understanding of
corporate objectives and plans. The participative
planning process is s of course time consuming.
1-Tnwever, once the implementation stage is reached,
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then the process can move forward swiftly in a'
coordinated way. Hence, the effectiveness of
implementation of approved plans is enhanced. In this
manner, loyalty, commitment, cooperation and
coordination flow logically. Hong Kong is also a
collectivistic society, being we oriented. This
culture element can allow more participative decision-
making style. The obstacle of participative style in
local companies is Hongkongese high power distance
index. Therefore, local companies should try to
simplify the hierarchial structure and reduce the
inequality of power.
4. Establish Formal Corporate Planning ueparzmenz
The result of our study suggests that the
existence of planning department has significant
relationship with the sales performance. Establishing
a formal corporate planning department facilitates the
planning process. The responsibilities of the
department include collecting valuable information for
planning, drafting plans and reviewing plans. With
the corporate planning department, line management's
attention will not be diverted from daily operations.
Thus, the overall efficiency of the company will not
decrease with increasing efforts to strategic
planning. In addition, the planning department can
employ experts in various areas, thus enhancing the
effectiveness of the strategic plans.
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5. Employing University and MBA Graduates to Take up the
Planning Responsibility
Chief executive officers in local companies do
not know much about the planning tools, such as BCG
Approach, Mckinsey Approach, PIMs, Ansoff's
Diversification Matrix, etc., while university and MBA
graduates are usually more familiar with strategic
planning tools and concepts. Familiarity. with these
tools does not guarantee success in strategy but it
surely facilitates the planning process. Therefore,
placing educated graduates in operational positions is
believed to be a waste of human intelligence.
Although Japanese companies are found to be
sophisticated in strategic planning in many aspects,
they are not very familiar with the planning tools.
If Japanese executives can have a better knowledge
about these tools and concepts, their strategic
thinking will be further improved.
In addition, employing graduates with better
.analytical skills allows local companies to increase
their confidence in forecasting and- analyzing
environment changes.
6. Establish Systematic Review
Most local companies are found to nave LCV1cw
v as required. To increase the flexibility and
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adaptability to the dynamic environment, local
companies should have more frequent periodic review,
being monthly review as Americans. Most Japanese
companies take review only semiannually. To increase
the responsiveness to the environment, Japanese
companies are recommended to increase the frequency of
review as American companies.
7. Take a Long-term view
Local and American firms are found to be short
and medium-term oriented. They put very little effort
to long-term plans. The short-term orientation of
locals and Americans implies that they rely on
financial and superficial factors in evaluating
projects. There are few reasons explaining their
short-term orientation. Firstly, they are societies
with low uncertainty avoidance scores, thus making
them pay little attention to their future. Secondly,
they rely on external capital markets for their debt
and equity funds. Therefore, they are looking for
rapid and short-term returns on their investment.
Their short-term orientation is an obstacle.to gain a
long-term competitive position in international and
domestic markets. Japanese companies pay more
attention to the long-term effects. They do not
disregard profits, but they emphasize more on gaining
market shares. They believe that once their market
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shares are firmly established, profits will follow.-
Therefore, Japanese firms even sell products below
full costs to gain a long-term penetration in American
market. Thus, it is recommended that American and
local firms should have a long-term view and should
emphasize both financial and non-financial criteria
for project evaluation. However, the small size and
dependability on capital market of local firms do not
allow them to disregard financial impacts of their
strategic plans. Thus, it is suggested that local
companies should emphasize both financial and non-
financial terms in evaluating projects, instead of
emphasize financial criteria only.
Generally speaking, American companies are
sophisticated in strategic planning process. They are the
most familiar with the planning tools and concepts.
However, their authoritative decision-making style and
short-term-view are obstacles to their growth. They are
suggested to put more emphasis on long-term plans so that
they can put more effort to forecast new areas for
investment and potential markets for exports. American
companies are also recommended to encourage participative
decision making, though the individualism of Americans
makes companies difficult to accept a participative
decision-making style.
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One of the reasons for Japanese success is their
willingness to change and improve. Japanese firms will
not blindly stick with one successful strategy. They are
flexible and willing to improve. Although the cultural
beliefs and values of Hongkongese may constrain the
improvement of strategic planning practices in local
companies, more sophisticated planning process can still
be established if they are willing to change and improve.
Know the enemy and know yourself in a hundred battles
you will never be in a peril.(3) From the results of our
study, local companies can have a better knowledge of
themselves and their competitors. Based on the results,
they can identify areas of improvement in their strategic
planning practices. In today's increasingly competitive
and dynamic business environment, sophisticated strategic





Summary of Strategic Planning Practices of Local, Japanese American companies
Local American Japanese
OVERALL VIEW









General Mgmt General Mgmt General Mgmt
Orientation
Control, PolicyControl, Polit) Control, PolicyEmphasis of Planning
Formulation,Formulation,Formulation,
Coordination,Coordination,Coordination,




HighMediumLowLevel of Efforts used for
Information Inputs
MediumHighLowLevel of Confidence in
Forecast




SuuuaTY of Strateqic Planning Practices of Local, Japanese & American companies
HOW
Lowest Low LowerFaatth Tools
Both on finan-Both on finan-More focus onCriteria for Project
cial nonfin-financial, e.g. cial nonfin-Evaluation




HighLawEmphasis on Long-term Plans Low
ImportantVery importantLess importantReview Process
(semiannually)(monthly)(a5 required)
WHO
Higher especial-Medium in allLou in allInvolvement of Lower Level






Results of Hypotheses Testing
Hypotheses that are accepted:
H1 : Local companies place more emphasis on
conflict resolution in planning than Japanese
and American companies.
H5 : Japanese companies put more emphasis on long-
term plans than American and local companies.
H8 : There are more Japanese companies having
formal corporate planning departments.
Hypotheses that are rejected:
H2 : Uncertainty avoidance is a more importanL.
reason for strategic planning in Japanese
companies.
H3 : Japanese companies put much more efforts in
analyzing and forecasting information for
planning.
H4 : More criteria for project evaluation are
perceived as important by Japanese companies.
H6 The reviewing process is more emphasized in
Japanese companies.
H7 : The lower level of management has a higher
degree of involvement in strategic planning
process including the preparation, review and
approval, in Japanese companies.
85Appendix 1 Questionnaire Design
YOUR VIEWS ABOUT PLANNING IN THE LOCAL BUSINESS ENVIRONMENT
This section contains some statements about planning in general and planning in the
local business environment. Please indicate the extent to which you agree or disagree
with each of the following statements using the 5-point scale below.
1 Disagree
2 Somewhat disagree
3 Neither disagree nor agree
4 Somewhat agree
5 Agree





1. Planning is a central and essential function
1 2 3 4 5of management
2. The quality of management thinking does not
improve with planning 1 2 3 4 5
3.Planning will improve if there is a formal
1 2 3 4 5planning department.
4. Planning should be an ongoing activity within
the company 1 2 3 4 5
5. Formal planning makes little difference in a
company's performance 1 2 3 4 5
6. You need specialised experts to do planning
1 2 3 4 5
7. Formal planning is good for large firms but
too expensive for small ones
1 2 3 4 5
8. planning diverts attention from daily operations.
1 2 3 4 5
9.Formal planning is very time consuming and complex. 1 2 3 4 5
10. Plannning is important for most local companies. 1 2 3 4 5
11. Most local companies do not have weitten
corporate plans 1 2 3 4 5
12.Most local companies do not have formal planning
departments 1 2 3 4 5
13. Planning will become more important for local
firms in the future
1 2 3 4 5
14.Top managers of local firms are generally in
favour of planning
1 2 3 4 5
15.Local firms are weaker than subsidiaries of
foreign firms n corporate planning
1 2 3 4 5
16.Most subsidiaries of foreign firms have separate
planning department
1 2 3 4 5
17. Most subsidiaries of foreign firms have written
corporate plans
1 2 3 4 5
18.Firms are generally satisfied with their planning
1 2 3 4 5
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YOUR COMPANY'S PLANNING PROCESS
In this section, we would like to know your responses to the following set of
statements with regards' to the planning process in your company. Please indicate the
extent to which you agree with each of the statements using the 5-point scale.
1 Disagree
2 Somewhat disagree
3 Neither disagree nor agree
4 Somewhat agree
5 Agree
(Circle the appropriate number)
Neither
Disagree
Di3agree Nor Agree Agree
In your company, the planning process:
1.- is a device to ensure that conflicting
expectations are resolved
2.- is a means of organising conflict resolution
3.- plays a central role in the company's
communication network
4.- coordinates the flow of information throughout
the company
5.- ensures that the information about the company
itself and its environment is being gathered,
properly analysed and reported
6.- is a means of ensuring that specialised knowledge
is stored and made available to the whole company
7.- is a means for systematically dealing with
uncertainty
8.- enables the company to avoid unacceptably
high levels of risk
9.- has constrained the use of initiatives by lower
level managers
10.- inhibits flexibility and adaptability
11.- is a key device for allocating corporate
resources throughout the company
12.- has had a. measurable positive effect on sales
1 2 3 4 5
13.- is necessary to sequence future activities
14.- plays an important role in auditing ongoing
1 2 3 4 5
activities
15.- ensures that there is coordination among plans
of the company's departments
16.- provides a means for analysing new businesses
that the company is considering
17.- plays an important role in the preparation
of operating budgets
18.- helps the top management to formulate policies fors
the company
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
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INFORMIATION INPUTS FOR PLANNING
Various types of forecasts are made when one plans for periods of 1 year or more.
Below are some of the commonly made forecasts. Please indicate using the following
S-point scale the amount of effort your company spends analysing and forecasting the
following areas.
1 No effort
2 A little effort
3 Some effort
4 Considerable effort
5 A great deal of effort
(Circle the appropriate number)
A Great DealSomeNo
of EffortEffortEffort
1 2 3 4 5
The domestic economy
1 2 3 4 5
The international economy
1 2 3 4 5
Political developments
1 2 3 4 5
Government policies
1 2 3 4 5
Social trends
1 2 3 4 5
Customer demographics trends
1 2 3 4 5
Technological changes in the industry
1 2 3 4 5
Competitors' actions
1 2 3 4 5Human resource requirements of company
1 2 3 4 5
Financial needs of company
1 2 3 4 5
New areas for investments
1 2 3 4 5
Potential markets for exports (if applicable)
1 2 3 4 5production capacity required (if applicable)
Related to the above statements, please indicate how continent your company is in
making each of the forecasts, using the 5-point scale as follows:
1 Not at all confident




(Circle the appropriate number)
VerySomewhatNot at all ConfidentConfidentConfident
The domestic economy 1 2 3 4 5
The international economy
1 2 3 4 5
political developments
1 2 3 4 5
Government policies
1 2 3 4 5
Social trends
1 2 3 4 5
Customer demographics trends
1 2 3 4 5
Technological changes in the industry
1 2 3 4 5
Competitors' actions
1 2 3 4 5
Human resource requirement of company
1 2 3 4 5
Financial needs of company
1 2 3 4 5
piew areas for investments
1 2 3 4 5
Potential markets for exports (if applicable)
1 2 3 4 5
Production capacity required (if applicable)
1 2 3 4 5
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PLANNING HORIZON
when it comes to planning, different companies view the future over distinct
time periods such as 1 year ahead or 5 years ahead. Please indicate the amount
of effort your company expends on the following using the 5-point scale as
follows:
1 No effort (we do not have such plans)
2 A little effort
3 Some effort
4 Considerable effort
5 Areat deal of effort
(Circle the appropriate number)
A Great DealSomeNo
Effort Effort of Effort
Less than 1 year plan 1 2 3 4 5
1- year plan 1 2 3 4 5
2 to 3- year plan 1 2 3 4 5
5- year plan 1 2 3 4 5
6 to 10- year plan 1 2 3 4 5
Over 10- year plan 1 2 3 4 5
PLANNING TOOLS CONCEPTS
Various strategic planning tools and concepts have been developed and are used
by companies to aid planning. Please indicate, using the following 5-point
scale, the extent you are familiar with each of the concepts below:





(Circle the appropriate number)
Not At All Somewhat Very
Familiar Familiar Familiar
Boston Consulting Group (BCG) Approach 1 2 3 4 5
General Electric/McKinsey Approach 1 2 3 4 5
Arthur D. Little Approach 1 2 3 4 5
Booz-Allen
1 2 3 4 5
Ansoff's Diversification Matrix 1 2 3 4 5
Profit Impact on Market Strategy (PIMS) 1 2 3 4 5
The Experience Curve 1 2 3 4 5
Others( Please specify):
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
which of the above is (are) used by your company?
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INFLUENCE ON CORPORATE PLANNING PROCESS
There are 3 distinct stages in the planning process namely (1) preparing plans, (2) reviewing
plans and (3) final approval of the plans. In planning for periods exceeding 1 year,•different
groups exert varying levels of influence on these 3 stages. Please indicate the extent to which
each of the following groups influence the 3 different stages in the planning process in your
company by using the 5-point scale below:
1 Not at all influential




(Circle the appropriate number)
VerySomeNot At All
Influential Influence Influential
IN PREPARING THE PLANS :
Board of Directors 1 2 3 4 5
Chief Executive Officer
1 2 3 4 5
Corporate Planning Department
(if applicable)
1 2 3 4 5
Top second-level management 1 2 3 4 5
Line managers
1 2 3 4 5
Shareholders 1 2 3 4 5
Governmental Bodies 1 2 3 4 5
Creditors( eg. banks) 1 2 3 4 5
Suppliers
1 2 3 4 5
Consumers
1 2 3 4 5
Trade Unions 1 2 3 4 5
IN REVIEWING THE PLANS:
Board of Directors
1 2 3 4 5
Chief Executive Officer
1 2 3 4 5
Corporate Planning Department
(if applicable) 1 2 3 4 5
Top second-level management
1 2 3 4 5
Line managers
1 2 3 4 5
Others( Please specify):
1 2 3 4 5
1 2 3 4 5
IN TSE FINAL APPROVAL OF THE PLANS:
Board of Directors
1 2 3 4 5
Chief Executive Officer
1 2 3 4 5
Corporate Planning Department
(if applicable)
1 2 3 4 5
Top second-level management
1 2 3 4 5
Line managers
1 2 3 4 5
Others( Please specify) :
1 2 3 4 5
1 2 3 4 5
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CRITERIA FOR PROJECT EVALUATION
Often various proposals or projects are put up to the corporate level for
evaluation and approval of funds or investments. How important are each of
the following criteria for project evaluations in your company? Please
indicate the importance of each of the following using the 5-point scale
below:
1 Totally unimportant (Not used by company)








Impact on company's net profit
Impact on company's cash flow
Forecasted return on investment
Forecasted market share position
Growth of market for which
expenditure is requested
Forecasted sales growth
Impact on allocation of resources
Track record of manager requesting
funds
Impact on earnings per share
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
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COMPANY'S PLANNING PRACTICES
In this section, we would like to know if your company has a separate planning department and
how frequently the plans are reviewed in your company. This information will provide us with
further insight into your company's planning practices.
A. Does your company have a corporate planning deparcmenc
( Please circle number of your choice )
1 No
2 Yes......if 'YES', please specify:
(a) the number of full-time staff in the department
(b) the position to which the department reports
please circle number of your choice)
1 Board of Directors
2 Chief Executive
3 Top Line Management
4 Others: please specify
(c) year in which the department was set up
B. Does your company carry out periodic reviews of your corporate plans?
( Please circle number of your choice)
1 No
2 Yes......if 'YES', please specify:
At what interval?( Please circle number of your choice)






7 Others: please specify
SOME FACTS ABOUT YOUR COMPANY
Finally, we need some data about your company to enable us to make meaningful
interpretations and comparisons with other companies.
A. Please state type of industry/industries your company is in.
(eg. banking, construction)
B. Is Your company( Please circle number of your choice)
1 A local company without any overseas operations
2 A local company with international network
3 Subsidiary of a foreign firm.....please specify name of parent
company and country of origir
4 Others( Please specify):
C. what is the approximate number of employees in your company?
( Please circle number of your choice)
1 10 to 49 employees
2 50 to 99 employees
3 100 to 499 employees
4 500 to 999 employees
5 1000 employees and over
D. What is the approximate annual sales turnover of your company?
( Please circle number of your choice)
1 Below HK$50 million
2 HK$50 to HK$99 million
3 HK$100 to HK$499 million
4 HK$500 to HK$999 million
5 HK$1,000 million and more
E. What percentage of your company's sales would you estimate to be in markets that
are growing faster than the economy'as a whole?
( Please circle number of your choice)
1 Less than 15%
2 15% to 29%
3 30% to 44%
4 45% to 59%
5 60% to 74%
6 75% or more
P. What percentage of your company's sales/revenues is generatea outsiue Hong Kong
( Please circle number of your choice)
1 Less than 15%
2 15% to 29%
3 30% to 44%
4 45% to 59%
5 60% to 74%
6 75% or more
Can you kindly state your position in your company?
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WE VALUE YOUR COMMENTS
You have' answered many questions for us and we are very
grateful. It is difficult to design questions that allow
everyone to express freely all their thoughts on a subject,
so we like you to feel free to comment on any aspect of
this study here. Thank you very much.
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